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Scurry-Rainbow Qil Limited 


ON THE COVER: 


Drilling rig on location during 
production test of Mobil-Scurry- 
Pembina River A6-15 gas well, 
located in the Pembina River 
area of Alberta. 
Scurry-Rainbow holds a 22.22% 
working interest in this well 

and in 24,000 acres of 
petroleum and natural gas rights 
in this area. 


All references to “Scurry-Rainbow” 
and “the Company” in this report, 
except where the context otherwise 
indicates, refer to Scurry-Rainbow Oil 
Limited and its subsidiary companies. 
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ANNUAL MEETING 


The 1964 annual meeting of shareholders will be held Saturday, March 7, at 
10:00 a.m., at the Head Office of the Company, 539 Eighth Avenue S.W., Calgary, 
Alberta, Canada. A formal notice of this meeting, together with proxy statement 
and form of proxy, is being mailed with this report. All shareholders who are unable 
to attend the meeting are urged to sign and return their proxies as soon as possible. 


To the Shareholders 


Your Board of Directors are pleased to present the Tenth Annual Report of 
Scurry-Rainbow Oil Limited. A summary of the Company’s operations over the 
past ten years is graphically portrayed on page 5 of this report. The graphs 
clearly illustrate the outstanding growth record achieved by Scurry-Rainbow. 


The highlights of the Company’s activity and operations during the fiscal 
year ended September 30, 1963 are summarized below. 


Net profit, after all charges including taxes, was $1,040,000, the 
equivalent of 54¢ per share, an increase of 2% over the previous year. 


Net oil and gas sales were $3,845,000, resulting in a cash profit of 
$2,279,000, the equivalent of $1.19 per share, an increase of 13% over 
the previous year. 


Net oil production was 1,502,000 barrels, equivalent to 4,115 barrels 
per day, an increase of 12% over the previous year. During the last 
month of the fiscal year the Company’s production reached an all-time 
high of 4,535 barrels of oil per day. 


Acquisition of Agawam Oil Co. Ltd., a wholly-owned Canadian sub- 
sidiary of United States Smelting Refining and Mining Company. 


Acquisition of a 50% interest in Minerals Ltd. 
Acquisition of a 51% interest in Plains Petroleums Limited. 


Exploration, development and acquisitions added 20 net working interest 
oil wells and 2.7 net gas wells to Scurry-Rainbow’s production capacity 
during the year. Scurry-Rainbow now holds varying interests in 845 oil 
wells and 72 gas wells in Western Canada (see well summary on page 12). 


Scurry-Rainbow holds a 1344 % carried interest in over 422,000 acres in 
the Wapiti Smoky and Cutbank River areas of Alberta (see map on 
pages 8 and 9) where industry exploration activity has been intensified. 


On May 10, 1963, Scurry-Rainbow purchased from United States Smelting 
Refining and Mining Company its wholly-owned Canadian subsidiary (Agawam 
Oil Co. Ltd.) for a cash consideration of $4,167,430, plus a 3% gross overriding 
royalty on approximately 750,000 acres in the Province of Saskatchewan and a 
1%2% gross overriding royalty on approximately 1,100,000 acres also located in 
this Province. 


For this consideration, Scurry-Rainbow acquired the following: 


(1) all development contracts previously granted by the Company and _ its 
subsidiaries, on approximately 1,200,000 mineral acres in the Province of 
Saskatchewan; 


(2) varying working interests in 27 producing oil wells, the equivalent of 12.65 
net oil wells; and varying royalty interests in 14 producing oil wells; 

(3) 50% of the outstanding shares of Minerals Ltd. (a company holding a 20% 
undivided interest in over 750,000 acres of mineral titles in Saskatchewan, a 
20% working interest in 19 producing oil wells, and a 242% royalty interest 
in 240 producing oil wells, all located within the Province) ; 


(4) 58,739 shares of the capital stock of Scurry-Rainbow Oil Limited. 


This purchase consolidated the Company’s holdings in the Province of 
Saskatchewan and Scurry-Rainbow now holds varying interests in over 2,250,000 
acres of petroleum and natural gas rights in this Province. The main producing 
area of Southeastern Saskatchewan is contained within a block of approximately 
5,680,000 acres where the major drilling and production activity of that Province 
is concentrated. Scurry-Rainbow owns over 760,000 net acres, equivalent to 
13.5% of the land contained within this area (see insert map). 


The purchase of Agawam Oil Co. Ltd. also resulted in the termination of all 
litigation arising out of the development contracts, details of which were outlined 
in previous Annual Reports. This litigation was not only costly and time-consuming, 
it also hindered the development of the Company’s acreage in Saskatchewan. 
Since the acquisition of Agawam and the termination of these lawsuits, drilling and 
exploration on the Company’s acreage in Saskatchewan has been intensified, and 
the Company participated in the drilling of 43 wells during the fiscal year. In 
addition to its active participation in drilling, the Company contributed by way of 
farmout options or dry hole contributions to the drilling of a further 19 wells in this 
Province, all of which were direct offsets to Company acreage. The results have 
been most encouraging and are outlined in greater detail in the Exploration and 
Development section of this report. 


Early in 1963, the Company acquired 86% of the issued and outstanding 
capital stock of Plains Petroleums Limited and a substantial share interest in Calalta 
Petroleums Ltd. and Phillips Oil Company Limited. These three companies had 
been active in the acquisition and exploration of acreage in the foothills belt of 
Alberta where they jointly held varying interests in approximately 380,000 acres 
of petroleum and natural gas rights. In order to consolidate their operations, these 
companies entered into an agreement which was approved by the shareholders at 
Extraordinary General Meetings held on June 5, 1963 which had the effect of 
amalgamating the companies. Scurry-Rainbow, through its various equities in these 
three companies, now holds a 51% interest in Plains Petroleums Limited, the 
surviving company, and, through this interest, has augmented its land holdings in 
the highly potential foothills belt of Alberta. 


Since the year end, Scurry-Rainbow acquired an undivided one-sixth interest 
in over 6,000,000 acres of petroleum and natural gas rights in New South Wales, 
Australia. This acreage lies approximately 120 miles southeast of the Moonie oil 
field, Australia’s first commercial oil discovery. Preliminary exploratory work is 
currently in progress on this acreage. 


On July 16, 1963, the late President of the United States proposed to the 
Congress an Interest Equalization Tax (H.R. 8000) which would subject stocks 
or other securities of foreign corporations to a 15% Equalization Tax which 
would be placed on the purchase price of such securities when acquired by 
United States persons. If enacted as recommended, this tax would have been 
applied to the shares of your company when acquired by United States persons from 
persons other than United States persons. Your company employed counsel to 
appear in Washington before the House Ways and Means Committee in opposition 
to this proposal. At that time, counsel recommended to the Committee an amend- 
ment which would exclude Canadian companies which were owned 50% or more 
by United States persons. As a result of the representations made including the 
proposal submitted on behalf of the Company, on December 6, 1963, the House 


Committee on Ways and Means voted to amend the bill to provide that a Canadian 
corporation would not come within the meaning of the act with respect to any class 
of its stock which was principally traded on any United States stock exchange 
recognized by the Securities and Exchange Commission if the principal market for 
its stock during the calendar year 1962 was on such United States stock exchange 
and if more than 50% of its stock was held of record by United States persons on 
July 19, 1963. The shares of Scurry-Rainbow Oil Limited are listed on the 
American Stock Exchange. Since the Company qualified for the exclusion, your 
Management is pleased to report that on January 6, 1964, the American Stock 
Exchange advised that the shares of Scurry-Rainbow Oil Limited are exempt from 
the proposed 15% Interest Equalization Tax. This exemption places Scurry- 
Rainbow Oil Limited in a preferred position from the standpoint of American and 
Canadian investors who may wish to participate in the Western Canadian oil 
industry. 


The Board of Directors reported in the Company’s Interim Report, dated May 
27, 1963, that the Management of the Company had been approached by several 
major oil companies and independent groups with a view towards merger or 
acquisition of the Company’s assets. At that time, preliminary discussions and 
negotiations had been conducted. Since that time, negotiations were conducted 
with Central-Del Rio Oils Limited and a definitive plan for merger was submitted 
to the Taxation Division of the Department of National Revenue in Canada for a 
ruling. As a result of the adverse tax opinion received following this submission, 
these negotiations were terminated. Management believes, however, that in order to 
be competitive in the oil industry it is necessary to grow and expand. For this 
reason, Scurry-Rainbow has maintained a strong cash position, excellent banking 
relations, and is recommending at the forthcoming Annual Meeting that the 
Company’s authorized capitalization be increased from 3,600,000 shares of a par 
value of $3.50 to 7,500,000 shares of a par value of $3.50. With this additional 
authorized capital, Scurry-Rainbow will be in a position to take advantage of 
those opportunities which, in the opinion of Management, will contribute to the 
further growth and expansion of the Company. 


The Board of Directors would like to take this opportunity to express sincere 
appreciation for the continued interest and support of its shareholders and, at 


this time, wishes to thank the Company’s employees for their loyal support and 
co-operation during the past year. 


Chairman of the Board. 
Gory ie 
President. 


Calgary, Alberta, Canada. 
February 1, 1964. 
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FINANCIAL 


1963, the tenth year of the Company’s operations, was again a year of record achievement 
with new highs in revenue, cash income and net profit recorded during the fiscal year ended 
September 30, 1963. Higher depletion, depreciation and extraordinary expenses due to the 
acquisition of Agawam Oil Co. Ltd. and Plains Petroleums Limited, however, affected the Company’s 
net profit which was only marginally higher than the previous year. The major extraordinary 
expenses referred to above are comprised of increased interest on new bank loans obtained for 
the acquisition of Agawam and the absorption of general and administrative expenses incurred by 
Agawam and Plains; these expenses have now been eliminated. The results of the year’s operations 
are summarized below, with comparative figures for the previous year shown in parentheses. 


Scurry-Rainbow’s gross revenue was $3,992,517 ($3,517,796) and after deducting production, 
general and administrative expenses, interest on long term debt and taxes on income, cash 
income was $2,279,473 ($2,016,379). The net profit after all charges including depletion, 
depreciation and such variables as dry hole costs, abandoned properties and taxes, was $1,039,975 
($1,023,019), an increase of 2%. Based on the 1,909,201 shares outstanding at the year end, the 
earnings equalled 54¢ per share (53¢ per share). 


As at September 30, 1963, cash and Government of Canada bonds totalled $3,445,233 
($2,820,972). The Company also has a Letter of Commitment from The Royal Bank of Canada 
for a $3,000,000 line of credit which may be exercised at any time up to June 1, 1965. Working 
capital was $832,829 ($777,431) after providing for the repayment of long term debt of $2,597,778 
($2,103,680) due within one year. 


CASH FLOW 
FOR THE YEAR ENDED SEPTEMBER 30, 1963 


We received from: 


Sales: Of o1) ands ca Samm ee eee a Be ee $ 3,030,936 
Royalty sno mie its ee ote a ee see ee ee a eee 814,496 
Other{sourcessof Income oa saeenate tent eee eee 147,085 
Sc uITy- 3,992,517 
ry We paid out for: 
" Prodtictionexpensesr meee ere a ere eee $ 611,198 
R aln b OW Administrative and general expenses 665,437 
Interestiom long ate rminde bie emanate ene ee 436,409 1,713,044 
Oil Total funds from operations — 2,279,473 
Li ' We received from: 
Im] t e d Bank’ Vo aris cet 20 sal pcre a A ees el oe 7,496,015 
Sale: of Companystock. semees eee 516,674 8,012,689 
a nd Votal-tundsereceivicd yess we ees 10,292,162 
g h A d : Add: Working capital at September 30, 1962 _.. 777,431 
uDdSI lary Total funds eavallao le geese sees eee 11,069,593 
. We disposed of funds for: 
C Om p anil es Réduction ofe lOngeterninG Cot rsaaees neues eae ae 2,751,001 
Explorationsandidevelopmienityesse ne neers 1,606,945 
Acquisition of property and equipment 713,266 
Acquisition, of AgawamvOrl Co) Lid 2) 4,183,646 
Acquisition of shares in other subsidiary companies 772,191 
Other expenditure sperms stearate eee 209,715 10,236,764 
Working capital at September 30, 1963 $ 832,829 


EXPLORATION AND DEVELOPMENT 


Scurry-Rainbow has met with a very high 
success ratio in the drilling of exploratory and 
development wells on Company acreage during 
the past year. A total of 100 wells were drilled, 
in which the Company holds varying interests, 
resulting in 47 oil wells, 6 gas wells, 3 water 
injection wells and 44 abandonments. Of this 
total the Company contributed its proportionate 
share of the drilling costs of 65 wells and the 
remaining 35 wells were drilled at no direct cost 
to the Company. Thirty-one of the 65 wells 
were completed as oil wells, one of which was a 
significant oil discovery; 4 were completed as gas 
wells; 3 wells were water injection wells and 27 
wells were abandoned. During this period, 38 of 
the 100 wells were drilled in British Columbia, 
17 in Alberta, 43 in Saskatchewan and 2 in 
Manitoba. 


BRITISH COLUMBIA 


The Company participated in the drilling of 
19 development wells in the Boundary Lake field, 
of which 13 were completed as oil wells and 6 
were abandoned. As of September 30, the Com- 
pany owned a 5% working interest in 134 oil 
wells and 4 gas wells, and a 9.5% working interest 
in 3 oil wells in this field. Inasmuch as the field 
limits have now been delineated, the working 
interest owners are currently conducting negoti- 
ations with a view to gas gathering and unitization. 
In conjunction with the unitization it is proposed 
to institute a pressure maintenance and secondary 
recovery program which will greatly increase 
ultimate oil recovery from this field. 


Scurry-Rainbow holds a 22% working inter- 
est in 54,000 acres of petroleum and natural gas 
rights in the Peejay area on which 8 oil wells and 
3 gas wells were completed as of September 30, 


In addition to the direct participation outlined 
above, the Company contributed indirectly to a 
further 27 wells through farmout options and dry 
hole contributions; all of these wells were direct 
offsets to Company acreage and resulted in 4 oil 
discoveries and 23 abandonments. The enclosed 
map of Southeastern Saskatchewan shows the 
density of the Company’s acreage throughout the 
entire area. Since the acquisition of Agawam, 
farmouts, options and dry hole contributions have 
become an important phase of the Company’s 
exploration policy in Saskatchewan and it is 
Management’s intention to pursue this policy as 
it minimizes the risk and expenditures normally 
incurred in extensive exploration programs. 


The highlights of the exploration and de- 
velopment activity affecting Scurry-Rainbow’s 
acreage are briefly summarized by Provinces. 


1963. Three wells were drilled during the fiscal 
year, resulting in one oil well, one gas well and one 
abandonment. Production from the Peejay field 
is being obtained from the prolific halfway sands. 
Pipeline connections to this field have now been 
completed and plans for unitization and pressure 
maintenance are now being finalized in order 
to obtain maximum operating and production 
efficiency. 

Fourteen other wells were drilled at no cost 
to the Company on acreage in British Columbia 
where Scurry-Rainbow owns varying net carried 
and royalty interests. Four of the wells were 
completed as oil wells, one was a gas well and 9 
were abandoned. 


At September 30, 1963, Scurry-Rainbow 
held varying interests in 150 oil wells and 33 gas 
wells in British Columbia. 


Map of the 
WAPITI SMOKY and CUTBANK RIVER 
AREAS of ALBERTA 


ALBERTA 


Seventeen wells were drilled in the Province 
of Alberta in which the Company held varying 
interests. Six of these wells were completed as 
oil wells, 4 as gas wells and 7 were abandoned. 
The Company drilled 2 wholly owned wells in the 
Sylvan Lake area which resulted in one Mississ- 
ippian oil well and one Glauconitic sand gas well. 
Scurry-Rainbow held varying working or royalty 
interests in the other 15 wells which were drilled 
in various parts of the Province. In addition to 
these 17 wells, the Company participated in- 
directly in the drilling of 7 exploratory wells 
through farmout option agreements which resulted 
in 2 oil wells and 5 abandonments. All of these 
7 wells were direct offsets to Company acreage. 
Further drilling is anticipated in the area of these 
2 discoveries. 


High prices paid for drilling reservations by 
major oil companies at recent Crown sales have 
highlighted Scurry-Rainbow’s land spread in the 
Wapiti Smoky and Cutbank River areas of 
Alberta. Scurry-Rainbow owns a 13% % carried 
interest in over 422,000 acres under farmout to 
major oil companies. This area was spotlighted 
on June 11, 1963, when Shell Canada Limited 
paid over $1,100,000 for a drilling reservation 
completely surrounded by Scurry-Rainbow acre- 
age. On July 30, 1963, Pan American Petroleum 
Corporation paid over $3,250,000 for another 
drilling reservation in this area which is almost 
completely surrounded by Scurry-Rainbow acre- 
age. This was the highest price ever paid in Canada 
for a drilling reservation in the history of Western 
Canada’s oil industry. The locations of these 
drilling reservations in relation to the Company’s 
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acreage is shown on the map above. Since 
the year end, Shell and Pan American have 
commenced drilling on their respective acreage 
with both wells nearing total objective; the 
location of these wells is also shown on the map 
referred to above. The results of these 2 wells 
will be very significant to Scurry-Rainbow and to 
the industry as a whole, as the high prices 
obviously indicate a tremendous potential for this 
area. A third exploratory test in the same general 
area has been staked by Bailey Selburn Oil & Gas 
Ltd., the location of which is also indicated on the 
map. The interest which has been sparked by 
these wells and the high prices paid at these land 
sales will no doubt result in even greater activity 
in the immediate future. 


In addition to the exploratory operations in 
the northern part of this block, a very significant 
development program has been commenced by 
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Richfield Oil Corporation on the Scurry-Rainbow 
farmout. The first offset to the original discovery 
was completed in September, 1963, and flowed oil 
at rates in excess of 800 barrels per day from a net 
pay section of over 40 feet. The well, Richfield 
Sinclair Lator 10-6 has been completed as a 
Dunvegan sand oil well. One more well has been 
completed since the year end and another is 
currently being tested. On November 19, Scurry- 
Rainbow purchased a drilling reservation, offset- 
ting the lease on which these wells are being 
drilled, for a cash bonus of $388,960. Following 
the acquisition of this drilling reservation the 
Company sold a 50% interest to Central-Del Rio 
Oils Limited. Scurry and Central-Del Rio plan 
to commence drilling on this acreage in 1964. 


At September 30, 1963, Scurry-Rainbow 
held varying interests in 253 oil wells and 39 gas 
wells in the Province of Alberta. 
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SCURRY-RAINBOW HOLDS 13-1/3% 
NET CARRIED INTEREST IN 
422,000 GROSS ACRES 


———, SCURRY-RAINBOW HOLDS 50% 
—__| WORKING INTEREST IN 
~ —! 7,680 GROSS ACRES 


SASKATCHEWAN 


In 1963, Scurry-Kainbow accelerated its 
exploratory and development activity in the 
Province of Saskatchewan. A total of 43 wells 
were drilled on Company acreage, resulting in 22 
completed oil wells, one salt water disposal well 
and 20 abandonments. 


The Lake Alma Ordovician discovery was 
the major highlight of the Company’s drilling 
activity. This exploratory well was drilled jointly 
by Central-Del Rio Oils Limited and Scurry- 
Rainbow under a farmout agreement from Socony 
Mobil Oil of Canada Ltd. Scurry-Rainbow earned 
an 1834% interest in this well and in 22,000 
acres of petroleum and natural gas rights, and 
also acquired a similar interest in a 5,400-acre 
drilling reservation in this area (see map). The 
well, CDR SR Mobil Lake Alma 1-14 was drilled 
to a total depth of 10,218 feet and was com- 
pleted as an Ordovician oil well at a depth of 
10,115 feet. This well is currently on production 
and is the first well in Saskatchewan to produce 
from the Ordovician formation on a paying basis. 
Re-evaluation of previous seismic work is being 


conducted as well as a small seismic program in 
the area. Further drilling is contemplated during 
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the coming year. This discovery is of particular 
significance to the Company by reason of its large 
land spread in this part of the Province. 


Fifteen development wells were completed 
on Company acreage in Saskatchewan during the 
year. Seven of these wells were in the Workman 
area, 4 in the Queensdale area and 4 in the 
Nottingham area. The Company has varying 
working interests in these wells, the equivalent of 
7.6 net wells. A further 8 wells in which the 
Company holds varying royalty interests were 
drilled in this part of the Province resulting in 6 
oil wells and 2 abandonments. The Company 
also participated in the drilling of 18 exploratory 
wells in Southeastern Saskatchewan all of which 
were abandoned. However, a large number of 
these wells were drilled on acreage farmed out 
from other companies and Scurry-Rainbow earned 
additional acreage by participating in the drilling 
of these wells. Two major seismic programs were 
also completed during the year. The results of 
these seismic programs were very encouraging and 
drilling in these areas will commence in 1964. 


At September 30, 1963, Scurry-Rainbow held 
varying interests in 401 oil wells in Saskatchewan. 
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PRODUCTION 


Scurry-Rainbow’s net production of crude oil 
again reached an all-time high. The Company 
produced 1,502,000 barrels of oil in 1963. Daily 
average production was 4,115 barrels as compared 
with 3,680 barrels for the previous year. This 
represents an increase of 12% despite the limit- 
ations imposed on production for the first time in 
Saskatchewan and British Columbia. During the 
period from May through August these two prov- 
inces were subjected to their first restricted allow- 
ables on production and the Saskatchewan fields 
alone suffered as much as a 30% reduction. 
Scurry-Rainbow derives approximately 50% of its 
oil production from this Province. It is currently 
anticipated that these restrictions will not be 
reimposed in either Province in the foreseeable 
future. The ten-year graph shown below indicates 
the steady growth of the Company’s oil production 
and also illustrates the production derived from 
royalty interests. 


The net royalty income for the year was 
$814,500, a decrease of $190,000 from the prev- 
ious year. This decline was a direct result of the 
royalty reserved to United States Smelting Refining 
and Mining Company as part of the purchase of 
Agawam Oil Co. Ltd. Working interest income 
from oil and gas sales, after payment of royalties, 
was up 30% and amounted to $3,031,000, for a 
total oil and gas revenue of $3,845,000. The 


acquisition of Agawam Oil Co. Ltd. contributed 
very materially to the increase in working interest 
production. The Company is sharing in the 
production of 917 oil and gas wells in Western 
Canada, the details of which are summarized on 
the following page. 


Working interest income from natural gas 
and its by-products, after payment of royalties, 
amounted to $212,600, an increase of 37% over 
the previous year. Two new gas fields in which 
the Company owns varying working and royalty 
interests, are slated to go on production in 1964. 
Further proven gas reserves are scheduled for 
inclusion in existing gas units during the coming 
year which will provide for a further increase in 
the Company’s natural gas revenue. 


Negotiations are being finalized for the unit- 
ization and pressure maintenance of the Boundary 
Lake and Peejay oil fields in Northeastern British 
Columbia where the Company derives its working 
interest production in this Province. Engineering 
studies indicate that the institution of pressure 
maintenance will more than double the recover- 
able reserves in these fields. 


The Canadian oil and gas producing industry 
enjoyed a healthy overall increase in 1963 and 
industry statisticians predict an even greater 
increase for 1964. 


NET ANNUAL OIL PRODUCTION 
OF 
SCURRY-RAINBOW OIL LIMITED 


Percentage of total 
oil production derived 
from working interests 
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Scurry-Rainbow Oil Limited 


OIL AND GAS WELLS 
SEPTEMBER 30, 1963 


ROYALTY 
OIL WELLS GAS WELLS 
SEPT. 30/63 SEPT. 30/62 SEPT. 30/63 SEPT. 30/62 

GROSS NET NET GROSS NET. NET 
WELLS WELLS WELLS WELLS WELLS WELLS 

Alberta 32223 22 2S eae 126 24.64 OS ie 2.92 2.60 
British:-Coltmbia-4 ste eee a eae nh 6 52 Ag 

Saskatchewan=- 52202 Se ee 345 148554. 942-63 Sen — ak. 

Manitoba ses cesar i, a ieee eee Dat .93 93 == — sas 
TOTAL: 498 17411 240.11 21 3.44 3.08 

WORKING INTEREST 
OIL WELLS GAS WELLS 
SEPT. 30/63 SEPT. 30/62 - “SEPT. 30/63 SEPT. 30/62 

GROSS NET NET GROSS NET NET 
WELLS WELLS WELLS WELLS WELLS WELLS 
Alber tae ec ir iig 2 els ar ie 127 50.87 47.23 24 6.57 4.37 
British: @oltim biases. eee ee 150 8.75 8.04 D7. 3.73 3.25 
Saskatchewan i.e. aes soar cromecreans 56 40.90 214 — — — 
Manitoba’. 2224. Se ee Bn eae 14 8.37 12.12 ee — — 
TOTAL: 347 108.89 88.93 oe 10.30 162. 


NOTE: 1. A net royalty well represents the right to the equivalent of one-eighth of the 
production from one well, without deduction for development or operating 
expenses. 

2. A net working interest well represents the full working interest ownership in 
one well or the ownership of fractional working interests in several wells 
aggregating the equivalent of one well. 

3. Dually completed wells are counted as two wells. 
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Scurry-Rainbow Oil Limited and Subsidiary Companies 
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RO Vall (vgsiT CO tin © pemmenmiermeren tee ee eee a Eo te et 
eascwrentalminconic mee eere ater we eee eee 2 ee 
ConsUILIn Die clpememnnnne me ears fe ee ee 


Sundry 


Expenses: 


PrOGHCE Ong enererneen een See 
TEV BNO] ER COStS meee eee rae tee Nadel 
[siti GALLON EC OS tS pee eennees eee ae ES Ne 
DSR CLOTS ae Le CS teammate ee) ir ete RSE a Se A 
Adminis tratiy cementite a ee 
Others 


Provisions for: 
De pleti Ore mee nneenan ae) lee eet ei A Se 
EY SPT SCH AUTO 11 eee ee een ea ee ee ee 


Other credits: 
nvestmenteinco inc meme ee Bee ee ee 


Sundry 


Other charges: 
IMCELEStRO MELONS BLE TIME CC DL gemmmmntnes cokes oe A cee 
Bropertiesmabando ned meses asee sees 2 eee 
TEOSSPONESAL CRO IMINVESLINCN (Gente art eens ee 


ARIE Copan Tian eroyanteh a oe eS eT oe 


Minority shareholders’ interests in profits and losses of subsidiaries 


MOUOTOTIts TOT. GING: VO AN gees od, Nene fond cca cect cetera emt 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


FOR THE YEAR ENDED SEPTEMBER 30, 1963 


(with comparative figures for 1962) 
(Canadian dollars) 
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1963 


$3,030,936 
814,496 
12,594 


18,529 
3,876,555 


611,198 
241,044 
79,744 
6,825 
509,643 
65,544 


1,513,998 
2,302,590) 


536,667 
314,323 


850,990 
iN ssyd Li leak s57/ 


58,333 
74,300 
1,536 


1,645,736 


436,409 
128,117 
18,207 


582,733 


1,063,003 


1,063,003 
23,028 


$1,039,975 


1962 


$2,331,796 
1,004,606 
18,338 
50,000 
AU 


3,422,457 


430,887 
62,709 
249,506 
4,800 
426,348 
33,113 


1,227,363 
2,195,094 


416,902 
225,649 


642,551 
1,552,543 


W2,955 


3,349 
"1,628,847 


289,819 
259299 
(19,035) 


530,383 


1,098,464 


44,774 
1,053,690 
30,671 


$1,023,019 


Scurry-Rainbow Oil Limit 


CONSOLIDATED BALANCE SH 


(Canad 
ASSETS 
1963 1962 
CURRENT ASSETS: 
Gash. 221.408. "kn ee es ee $ 3,188,508 $ 2,412,947 
Government of/ Canada: bondsh aticost eee PISS) 408,025 
Accounts: receivable: 2.5 ssc 0 ea 504,535 448,453 
Notes. receivable: 2.3 2.23 3 ben ee a oe SE 8 eee ee ee — 161,484 
Inventories— 
Crude oil: at) imarket 22 <2 ee 27,500 23,267 
Materials ‘andsupplies tat’ costa eee 103,007 81,664 
Prepaidexpenses yx. 222 2s ee re Ce eee 88,583 64,763 
4,168,858 3,600,603 
OTHER ASSETS: 
Reservation: andy drillin ged ep sits eee ee eee eee ea 103,786 RSIS) 
Advances and) mineralStaxess recoverable cesar aa en nn 43,224 41,821 
Shares of Minerals Ltd., 50% owned, at cost _...._. 2,211,830 — 
Shares of a subsidiary company not consolidated _..-- 10,000 10,000 | 
Miscellaneous) securities eat) COSt me ecm 228,400 207,208 


2,597,240 287,142 


CAPITAL ASSETS, at cost: (Note 1) 
Petroleum and natural gas and other mineral interests— 


Producing royalty cimterest sje see ea ee 827,068 704,969 
Producing swellssandarelated slecaseM costs eae aaa aa nasa naan 10,346,646 7,868,908 
Less: —Accumulated = depletion gee a ara eee (4,727,348) (4,258,283 ) 
Capped and suspended wells and related lease costs 875,739 774,701 
INon-=producing properties eee eee ae aa 1G S735 20 14,641,800 
Mining claims snon=pro cuit pee eee eee ae 422,749 387,141 
Production) equiptment (ees ae Ren End TN Tee 2,791,304 2,124,544 
Other capital. assets, 5. sR eee 1,673,471 1,653,000 
Less —Accumulatedideprecia tion: see aa aaaee ean enna seen (1,590,107) (1,288,030) 
27,194,642 22,608,750 
DEFERRED CHARGES: 

Organization ands share sissuie eX pe ms cease aaa 235,596 235,596 

Other 


fa Re a oe hp, Se in i ey eos Ne a ee 154,465 73,143 


390,061 308,739 
APPROVED ON BEHALF OF THE BOARD: 
J. F. LANGSTON, Director 
L. C. MORRISROE, Director 


$34,350,801 $26,805,234 


AUDITOR: 
To the Shareholders of 
SCURRY-RAINBOW OIL LIMITED: 


We have examined -the consolidated balance sheet of Scurry-Rainbow Oil Limited and subsidiary companies 
as at September 30, 1963 and the consolidated statements of profit and loss and earned surplus for the year ended 
on that date and have obtained all the information and explanations we have required. Our examination was 
made in conformity with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 
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and Subsidiary Companies 


T AT 
gures for 1962) 
ollars) 


ORT 


SEPTEMBER 30, 1963 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable 
Interest 


LONG TERM DEBT: 


Canadian bank loans at current rate of interest (secured), 
being repaid at the rate of $211,450 per month 
5% % United States bank loan (secured), 
due November 30, 1964 ($4,000,000 USS.) 
5% Mortgage due January 1, 1970, repayable 
at the rate of $3,750 per quarter 


MINORITY SHAREHOLDERS’ INTERESTS 
in subsidiary companies 


SHAREHOLDERS’ OWNERSHIP: 


Share capital—(Note 2) 
Authorized—3,600,000 shares of a par value of $3.50 each 
Issued—1,976,983 shares 

Capital surplus (Note 2) 


LITIGATION (Note 3) 


1963 


$ 724,486 


13,765 


ape ike 
3,336,029 


7,242,600 


4,255,117 


97,500 
105,000 


11,700,217 
2,597,778 


9,102,439 


1,872,356 


6,919,440 
10,674,700 
3,437,670 


21,031,810 
991,833 


20,039,977 


$34,350,801 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the 
books of the companies, the above consolidated balance sheet and related consolidated statements of profit and loss and 
earned surplus are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the combined 
companies as at September 30, 1963 and the consolidated results of operations for the year ended on that date, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta 
December 14, 1963 
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PRICE WATERHOUSE & CO. 
Chartered Accountants 


1962 


$ 616,495 
13,453 
89,544 

2,103,680 


2202312 


4,488,800 
1,439,805 


112,500 
420,000 


6,461,105 


2,103,680 


4,357,425 


198,103 


6,723,227 
10,207,394 
2,495,913 


19,426,534 


19,426,534 


$26,805,234 


Scurry-Rainbow Oil Limited and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


FOR THE YEAR ENDED SEPTEMBER 30, 1963 
(Canadian dollars) 


Earned surplus at September'30; 1902.22 eee $2,495,913 
Net. profit for ‘the: year: sx 5 wc. pe ce 1,039,975 
3,535,888 

Taxés: On! prior years’ income, 25.2 52 a ee eee 98,218 
Earned, surplus at September 30 it S G3) yet eee ree $3,437,670 


NOTES TO FINANCIAL STATEMENTS 
1. CAPITAL ASSETS: 


[t is the policy of the companies to capitalize as property costs geological and geophysical expenses, lease 
rentals and other carrying charges on non-producing properties. 
2. SHARE CAPITAL, SHARE OPTIONS AND CAPITAL SURPLUS: 


Changes in issued share capital and capital surplus during the year ended September 30, 1963 are summarized 
below: 


Number Share capital Capital 
of shares (par value) surplus 
BalanceyatiSeptemibers 3 05s 1.9 G2 eae een 15920!922 $6,723,227 $10,207,394 
Add— 
Issued for cash under options to employees —_.......__.__- 1,586 SES) Use 
Issued in exchange for shares of— 
Farmers Mutual Petroleums Ltd., 
an subsidiary companys eee BT 32 132,062 264,124 
Minerals Ltd., a 50% owned company _........_____. 16,743 58,600 200,916 
10,679,571 
Deduct— 
Loss on sale of shares of Scurry-Rainbow Oil 
Limited held by a subsidiary company —..........__. 4,871 
Balancesatsseptemberm:5 0461963 ars 1,976,983 $6,919,440 $10,674,700 


The consolidated capital surplus consists principally of the excess of the share capital and paid-in surpluses 
of companies amalgamated with Scurry-Rainbow through share exchanges over the par value of the Scurry- 
Rainbow shares issued in exchange, and the premium on shares issued for cash. 


Options are outstanding at September 30, 1963 granting certain officers and employees and certain former 
officers and employees the right to purchase 95,309 shares of the Company’s capital at prices of $8.00, $11.75 
and $15.05 per share. During the fiscal year, options on 35,000 shares were granted at $11.75 per share and 
options on 1,586 shares were exercised by employees. 


3. LITIGATION: 


Certain litigation involving the effectiveness of individual producing and non-producing property titles and 
royalty interests is in progress in the Province of Saskatchewan. Management, after consultation with counsel, 
does not anticipate that such litigation will result in a material reduction of the companies’ property interests or 
in the royalty income therefrom. 
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Scurry-Rainbow Oil Limited 


SUMMARY OF ACREAGE 


SEPTEMBER 30, 1963 


Reservations and Permits _ eh tee ee Ae eee 590,895 gross acres 511,661 net acres 
Petroleum and Natural Gas Leases _.__ * 1,869,256 ” id 484,403 ” 2 
Options on P. & N.G. Leases... S72 8,134 ” 
Mineral Titles, Mineral Leases and Undivided 

Mineral Royalty in Freehold Land J Bis 1,673,848 ” 4 1,262,896 mineral acres 
Oikard“Gaswlitlesmecme a ey ee 141,432 ” i 67,335 ‘4 ‘i 
Gross Royalty in Freehold Land 306,562 ” oe 58,764 royalty acres 
Gross Overriding Royalty on P. & N.G. Leases __.. 495,587 ” ne 61,468 es y 
Gross Overriding Royalty on P. & N.G. 

Reservations and Permits ee ee ee 1,530,193 z 248,109 ‘ v 


OtASH Periits eee eee reece ye 102,734 ” a 102,734 net acres 


* Duplicate gross acreage on Gross Overriding Royalty on P. & N.G, Leases — 49,763. 


Minority interests in subsidiaries — 128,983 gross acres. 


Hogend 


Gas Pipeline 
Proposed Gas Line =< =-- - = 
Oil Pipeline 
Proposed Oil Line - - - = — «. 
Proposed Products Line 
Areas in which Scurry-Rainbow 
has an Interest 


TENTH 
ANNUAL 
REPORT 


for the year ended 


September 3Oth, 


1963 
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